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Payments are made in the following manner, unless the state determines the hospital's proposed
reimbursement has-exceeded its adjusted hospital specific limit:

(1) A state chest hospital (facility of the Texas Department of Health) or a state mental hospital
(facility of the Texas Department of Mental Health and Mental Retardation) that meets the
requirements for disproportionate share status and provides inpatient psychiatric care or inpatient
hospital services receives annually 100 percent of its adjusted hospital specific limit.

(2) For the remaining hospitals, payments are based on both weighted inpatient Medicaid days
and weighted low-income days. The single state agency weights each hospital's total inpatient
Medicaid days and low-income days by the appropriate weighting factor. The state defines a low
income day as a day derived by multiplying a hospital's total inpatient census days from its fiscal year
ending in the previous calendar year by its low-income utilization rate. Hospital districts and city/county
hospitals with greater than 250 licensed beds in the state’s largest MSAs would receive weights based
proportionally on the MSA population according to the 1990 United States census. MSAs with
populations greater than or equal to 150,000, according to the 1990 census, are considered as the
"largest MSAs." Children's hospitals also receive weights because of the special nature of the services
they provide. All other hospitals receive weighting factors of 1.0. The inpatient Medicaid days of each
hospital are based on the latest available state fiscal year data for patients entitled to Title XIX benefits.
The available fund is divided into two parts. One-half of the available funds reimburses each qualifying
hospital on a monthly basis by its percent of the total inpatient Medicaid days. One-half of the available
funds reimburses each qualifying hospital by its percent of the total low income days.

The department determines whether hospitals in rural areas will receive 5.5 percent or more of the
disproportionate share hospital funds for non-state hospitals. If hospitals in rural areas will receive at
least 5.5 percent of the gross non-state hospital funds, the department will reimburse them using
existing principles. If hospitals in rural areas will not receive at least 5.5 percent of gross non-state
hospital funds, the department will reimburse them at 5.5 percent of non-state hospital funds, using
existing principles.

Reimbursement for the remaining hospitals is determined monthly as follows:

(1) The single state agency determines the average monthly number of weighted Medicaid
inpatient days and weighted low-income days of each qualifying hospital.

(2) A qualifying hospital receives a monthly disproportionate share payment based on the following
formula:

Hospital's Avg. Mo. Title XIX Days * Weight
(1/2 * Available Fund  * )
for Remaining Hospitals Total Avg. Mo. Weighted Medicaid Days

+

Hospital's Avg. Mo. Low Income Days * Weight
(1/2 * Available Fund * )
for Remaining Hospitals Total Avg. Mo. Weighted Low Income Days
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(f) The specific weights for certain hospital districts and children's hospitals are as follows:

(1) Children's hospitals are weighted at 1.25.

(2) MSAs with populations greater than or equal to 150,000 and less than 300,000 are
weighted at 2.75.

(3) MSAs with populations greater than or equal to 300,000 and less than 1,000, 000 are
weighted at 3.0.

(4) MSAs with populations greater than or equal to 1,000,000 and less than 3.000,000
are weighted at 3.25.

(5) MSAs with populations greater than or equal to 3,000,000 are weighted at 3.75

All MSA population data are from the 1990 United States census.

(9) The state or its designee determines the hospital specific limit for each disproportionate
share hospital. This limit is the sum of a hospital's Medicaid shortfall, as defined in (b)(11),
and its cost of services to uninsured patients, as defined in (b)(9), muitiplied by the
appropriate inflation update factor, as provided for in (h).

(1) The Medicaid shortfall includes total Medicaid billed charges and any Medicaid
payment made for the corresponding inpatient and outpatient services delivered to Texas
Medicaid clients, as determined from the hospital's fiscal year claims data, regardless of
whether the claim was paid. Examples of these denied claims include, but are not limited to,
patients whose spell of iliness claims were exhausted, or payments were denied due to late
filing. (See definition for "Medicaid shortfall.")

The total Medicaid billed charges for each hospital are converted to cost, utilizing a
calculated cost-to-charge ratio (inpatient and outpatient). The state or its designee
determines that ratio by using the hospital's Medicare cost report that was submitted for the
fiscal year ending in the previous calendar year. The state or its designee uses the latest
available Medicare cost report in the absence of the Medicare cost report submitted in the
fiscal year ending in the previous calendar year. To determine the cost-to-charge ratio
(inpatient and outpatient) for each hospital, the state or its designee uses the total cost from
Worksheet B, Part |, Column 25 and total charges from Worksheet C Part |, Column 6. The
ratio is the total cost divided by the total gross patient charges.

(2) The state or its designee determines the cost of services to patients who have no
health insurance or source of third party payments for services provided during the fiscal year
for each hospital. Hospitals are surveyed each year to determine charges that can be
attributed to patients without insurance or other third party resources. The charges from
reporting hospitals are muitiplied by each hospital's cost-to-charge ratio (inpatient and
outpatient) to determine the cost.

Hospitals that do not respond to the survey, or that are unable to determine accurately the
charges attributed to patients without insurance, shall have their bad debt charges



